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        November 14, 2006 
 
 
AGENDA ITEM 5 
 
 
TO: MEMBERS OF THE HEALTH BENEFITS COMMITTEE 
 
 
I. SUBJECT:             Proposed HMO Expansion:   
                                                      Humboldt County 
 
II. PROGRAM:             Health Benefits 
 
III. RECOMMENDATION:       Staff recommends the Board approve: 

• expanding the current Blue Shield HMO service 
area to include Humboldt County (with a 
targeted effective date of March 1, 2007); 

• providing a special enrollment for Humboldt 
County members during the first quarter of 
2007; and 

• removing Humboldt County zip codes from the 
list of zip codes eligible for the Department of 
Personnel Administration’s  Rural Health Care 
Equity Program (concurrent with the effective 
date of the Humboldt County expansion). 

Note:  Approval o f these actions is subject to Blue 
Shield of California: 1) completing negotiations with 
Humboldt Del Norte Individual Practice Association, 
including completion of delegation and finance audits, 
2) securing separate contracts with St. Joseph and 
Redwood Memorial Center hospitals, and 3) obtaining 
final approval by the Department of Managed Health 
Care for the modifications to the Blue Shield network. 

 
IV. BACKGROUND: 
 

CalPERS Humboldt County membership is large for a rural community, with 10,354 
total covered lives∗ ; 9,732 are enrolled in the CalPERS Self-Funded Plans , and the 
remaining 622 enrolled in Association Plans.  With all of the CalPERS membership 

                                                 
∗  Based on October 2006 enrollment data. 
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enrolled in PPO plans, little control exists over medical costs.  Members can access 
physician services without the benefit of a primary care physician coordinating his/her 
care.  Members can also access a broad PPO network of hospital providers rather 
than being channeled to a more cost effective HMO network. 

 
V. ANALYSIS: 
 

Throughout 2004 and 2005, the Rural Health Task Force (Task Force) spent 
considerable time analyzing the feasibility of introducing a managed care pilot project 
in Humboldt County. 
 
Following on the long-term efforts of the Task Force, Blue Shield has been working 
with Martin Love, CEO of the Humboldt-Del Norte Individual Practice Association 
(IPA) to negotiate a capitated HMO contract. 
 
Staff’s recommendation supports the CalPERS Board’s goal to expand HMO 
coverage for the CalPERS membership and is possible because Blue Shield has 
nearly completed negotiations with Humboldt-Del Norte IPA to deliver a capitated 
physician group model in Humboldt County.  Because the Humboldt Del Norte IPA is 
already credentialed through Blue Cross of California, Blue Shield expects the 
prerequisite audits and approval by the Department of Managed Health Care (DMHC) 
will be completed successfully.  Note:  the provision of an HMO option means that 
state employees and retirees in Humboldt County will no longer qualify to receive 
benefits under the Rural Health Care Equity Program. 
 
Once the final approval process with DMHC is underway, CalPERS staff will assess 
and establish an appropriate effective coverage date and the timing of a special 
enrollment period to allow members to enroll in the Blue Shield HMO. 
 

VI. STRATEGIC GOAL: 
 

This item supports Strategic Goal X to provide CalPERS members and employers 
affordable and adequate products that address adequacy, affordability, and allow 
members to make choices among different products that address their economic and 
personal health care situation. This item also supports Strategic Goal XII by 
addressing the issues of cost, quality, and improved access by directly focusing 
attention on healthcare providers. 

 
VII. RESULTS/COSTS: 
 

There will be associated special enrollment-related administrative costs to CalPERS. 
 
CalPERS and Blue Shield staff will work together to identify members who will be 
eligible for coverage under this new HMO offering and inform them of the opportunity 
to choose the new plan option.  Although the majority of transactions will take place 
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through employers and the automated ACES system, impact on Health Benefits 
enrollment staff and call center staff is expected and can be absorbed. 
 

 
 

 
        
  Richard J. Krolak, Chief 
  Office of Health Plan Administration 
 

      
Terri Westbrook 
Assistant Executive Officer 
Health Benefits Branch 
 

 


